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Business Trend Upward 
Liiy Zell Mel Male lifelarel Melt] oll Aeelal alti ye) 
to rise in the third quarter 
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construction held even 


AUTO PURCHASES PLUS CHANGE IN INVENTORIES 
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nOnfane 
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rose substantially 


more than offsetting a decline in nonauto 
inventory accumulation 
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QUARTERLY TOTALS, SEASONA y 


By the Oflice ol Business Kconomics 


’ 
4 ‘ 
hk. ONONMIC deve hopin nis so far im the fourt! quartet 
reflect an extension of the basic demand pattern pre 


in the earlier months of the vear ite me mcome cot 
to provide thy ha is for the record olume of consumer! per al 
rednain a 


trength of 


ing, and expanding investment programs of busine 
fundamental factor in this and the general 
business. Some industries, particularly in the metalworking 


group, have advanced to a pommel re flecting normal capacity 


operations 

Employment in nonagricultural establishment 
seasonally adjusted high of 51.8 million in October Phe 
increase ih employment from pl mber in the tran portation 
the automobil 


140.0000 in 


ela new 


equipment industry, which occurred mostly in 
segment, accounted for one-half of the rise of 
factory production worker Changes in employment in 
most other industmes were small and mixed Che modest 
relative expansion in retail trade employment was on a par 
with the small advance in seasonally adj isted retail sale 
from September to October The rise occurred largely im 
sales of automotive dealer vhiiel omewhat more than 
offset declines m1 most other major kinds of busi ‘ 
Reflecting trong demand pt in ipon tthe metal 
trial produ tion 
has been moving ahead since mid nme With the iff 
to the new 1957 model ear ) largely completed, the 
automobile industry has reversed its deelinu pattern 
Lol as discussed mm 


producing and fabmeating industy mdu 


characteristh of the earlier joan 
the review of national income and rol Lin a 
section Assembli pa ri i ind trucks have been 


climbing steadily from an avera 


follo Viti 


ola tittle over 5O.000 unit 


per week in the last half of ptember to 


iti the second week of Novel ‘ th tober compl lio! ol 
close to one-half million eas rie ruct almost doubled the 
project mroduction chedul for 


1HO.000 unit 


September outturn 
November and December call for enlargu output 

Demand for steel has ke pt tle Natio teel mull operat 
ing at 100 percent o1 better of rated Capacity mee mid 
September October output ‘ ceeded 1] million ton 
of steel ingots and casts he most for any month on 
record; operatior have continued at about the ame high 
rate in early November 

An indicator of the importance of military and capital 
good business | thy ontinued rise n unfilled ord held 


by manufacturer During the third quarter, manufactures 


backlogs ‘ (pal ae i per rit i | il end 


them total value of $62 billtor early $10 billion above 


ol September 


the amount held a year befor 
Partly in preparation tol I] these 
of the effects of thi teel atmke in Julv. manufacturers’ in 


ventones advanced 


it d partly becau 


In Septlen bey easonally aayu ted, at 


a rate equal to the monthly average of the first 6 monthe of 


the year Durabl rood mdu accounted for thie entire 
rise, with most of the advan ct entrated in 4 ls-in 


process stor kes 





Slow ad ree ' COBT tie ev Oo} if | prod iets and in whole ale " 
mand wee YO Sxer" ’ o CuUsUrAL vance from Sept to October at t 7 of earlices 
Baretd al s 4 m sop a i _ “4 hiol mont] bringing the average in October Oo irl i percent 
in average above i year ayo Price ncrenst Ve! eplLember were 
than a yea 0 The O1 0 other tha arm largely ncentrated in finished good 





Further Advance in National Income and Product 


A Review of the Third Quarter 


Tor AL, econo : I , ed I rai (j quarter Wil virtually unchanged im thie ra it easonally 

with the value of ae 4 thio } MIVA i adjusted basis Federal CGiovernme! resi hich had 

seasonally adjusted annual rate of $ Or , decreased somewhat in the winter an pring, also rose 1 

represented a ga ' , eco the July-September period 

rate and $10 bi } 

being an inport net l ! i neorn 

side, the major advance hi the compensation of em New Fixed Private Investment 

ployees il¢ lev" ] | ) oo ‘ | 7 | 

available 

preliminar Ine 

profit deeling 

Third quarter cn 

ered protit ot 
The rrigkinit 

persisted thi 

general pattel 

automotive 

notable « 

in the yer 

more recent! 

year im other 

decreases ove 

The growth of 

peer rally charnet 


im the auto 
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The limited 
value of fi 
third wa leetos T nd ot income 


flow viiniel tart ver ) A we diusted rate THER CONSTRUCTION 
of $327 billvo ot ra qu ( “i ‘4 i! ared 
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showed a fract 
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primarily from nate a ( (} employment 1988 
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Final demand rise broadens 


Total final p | j { 
change im ou I nil ‘ f Tending to offset the firmu vr il ( areas Was an ap- 
second quart tei rere ) Dillio bboy 1} rst parent tapering in the recent upti ) nonresidential 
construction and consumer durables other than automotive 


annual rate moe e acceleration is traceable largely 
market factor 


to a firming ten najor com ent ch had drifted Our export trade continues as a s 
downward en ov lis full importance 1s not apparent from the gross national 

Consumer ¢ vhic] product statement in which the external exchange of goods 
had been dow TUTE) t annus e second and services carried on a net ba 


‘ 
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U ptrend in business fixed investment 


Business fixed investment continued to rise in the third 
Demand from durable goods manufacturers «a 
the largest single share—roundly two-fift) 
lion increase in the annual rate of outlay for pro 
durable equipment and new construction other than 

Public utility investment, which had shown 
compart vely little acceleration during the early part ot 
contributed substantially to the mse after mid 
broad 


quart 


1956. also 


ul rT increases were gene ral among the other 


indust roups for which data are available. 
The total of such new fixed investment through September 
was up one-sixth from the same pe riod of 1955. With the 
flow of funds from internal sources depreciation and retained 
not much higher than last year (set last month's 
expansion of investment has been acconi 
panied by heavier drafts on the capitai markets, where 
competition for long-term funds has stiffened considerably 
Projected outlays for plant and equipment indicate a further 
capital expenditures in the final quarter of this 


earnuit 


SURVEY 


ineren 
year 
The second- to third-quarter rise was concentrated in 
outlay or producers’ durable equipment, which are esti 
to have reached a seasonally adjusted annual rate of 
$29 Dillion The indicated increase of 7 percent was the 
nee the autumn of 1955, the intervening quarts rly 
having been on the order of 2—4 percent The 
mm came as the downadrift in business pure hases of 
allowing roughly for seasonal 


mated 


sharpe 

advance . 
accel rat 
motor vehicles was chee ked 
factors) after having partly offset the continued growth in 
other components during several pres eding quarters Avail 
able data on total production and sales of some of these 
other components suggest that demand has highes 
ir for machinery and mac hine tools In parth las 
ate for the third quarter is based in large part 
steel strike 


been 
since midve 
The ¢ 
on investment plans reported around the time the 
was settled, and these plans may have required some modifi 
rust and September for unforeseen supply and 
The production and sales 


cation in A 

aftereffects of the strike 
data available support the conclusion, however, that pro 
ducers’ durable equipment third quarter 
reflected a s } ant advance both in spending and in the 


outlays in the 
volume of res tment 
Private construction—other than nonfarm residential 

hanged from the $18 billion annual rate attained 
d quarter of this year. Residential construction 
Krom a peak annual rate above 


the seasonally acdyju ted 


in the Corl 
activity held about level 
$17 billion in the autumn of 1955 
value of residential construction put in place had shown a 
billion-do drop to the fourth quarter and a further declin 


almost large. to the first 


Inventory investment slows 


During the first half of 1956, growth in nonfarm busin 
absorbed a share of the national outpul amount 
In the third quarter 
ment dropped to about $2% billion Reductions 
second quarter rate were rather widely distributed 
iring and retail lines, reflecting a slowing of 
accumulation in some cases and a net liquidation in others 
In manufae Luring the effects of the steel strike, which were 
conspicuous In July and August, were to some extent offset 
for the quarter 48 a whole by i sharp buildup in the afte ( ted 


inventor 
ing to around $4 billion at annual rates 
such Inve 
from the 


among manutfact 


industries during September. A considerable number of 
other manufacturing groups also contributed to the third 
2 


quarter slackening in the growth of inventories s00k value 


increases in durable goods industries such as stone, clay and 
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glass, lumber and furniture, and primary nonferrous metals 
slowed or gave place to liquidation on a minor scale after 
midyear. In nondurables manufacturing, inventory-building 
receded from its second quarte! rate, but continued above 
that of the first quarter 

A major offset to the slowing of inventory accumulation in 
manufacturing after midyear stemmed from the motor ve 
hicles industry Automakers’ stocks, which had declined 
substantially in the second quarter, showed a third quarter 
change not much diffe rent from that ul ual for thi period ol 
preparation for the shift to new model production and sal 


Consumer Spending and Prices 


Recent expenditure changes have been 


in line with price movements 


INDEX, 3rd qtr 1956 «100 
110 


r 
| 
| 
| 
| 


CONSUMER PRICES 





PERSONAL CONSUMPTION 
EXPENDITURES 


EAS A } 


B5 lA I J 
1955 

* BLS index shifted to third quarter 

& ° 
The change ith retail mnventlori alter midyear reflected 
liquidation in auto dealers’ stocks and in a number of other 
the lutte r le ing 
further accumulation in stocks of 


comparison vith the 


durable goods line approximately offset in 


terms of book value by 


second quartet! 


nondurables [by 
on a considerably 
sin other durable 


tability in bool 


experience, auto inventory liquid ition wa 
The drawing down of stock 
goods lines followed 
values earlier in the year The 
holding which had risen in the econd quarter howed i 
further though much more limited advance Wholesales 

xpanded thi ear ip line with sale tile 


smaller scale 
i" period ol relative 
value of nondurable ood 


tocks, which have « 
imcren ed mode rute ly 


Consumer outlay and disposable income 


Personal expenditures rose $3 billion at 
annual rates to approach $267 billion in the third quarter 
and outlay for services con 


while the further decline 


consumption 
Nondurable goods purcha 48 
tributed about equally to the ri e, 
in sales of durables was slight 

The food and beverage component accounted for more than 
half the rise in nondurables, though larger percentage gain 
were recorded for certain other group Amony the service 
nearly all the major type advanced Amony the durable 
purchases of furniture and household equipment dipped 
fractionally for the first time ince late WS 
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Table I 
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National income 
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and re 


Fropric tors 
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valuath 
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Ir 
Net interest 
GRORS NATIONAL PRODUCT Of FT pOITURE 
(,rome national product 


Personal consump tic 
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1955, and First Three 


Quarters 1956 
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156 
The overall third quarter gain of a little more than |! per- 
cent in personal consumption expenditures, like the rise of 
slightly under 1 percent registered from the first quarter to 
the second ipproximately paralleled the change in consumer 
l esting no pronounced ( hange in agvrevate volume. 


er rise in total consumer spending about matched 
The 


signilicant 


for disposable personal Income move 
broad aggregates thus imply no 


chal ate of personal saving’ 


ment 


following the minor 


advance dicated for the second quarter, when the income 
expa littl 


third reasons not 
attacl ch quarterly 


Deen pronounced than in the 
much 
variations in the saving estimate 
that the indicated 


ing follo Ving arise in the first half l 


nore 
echnical weight can be 
ec however tabiliz ition 
eon | 
ree movement of dul! ible 
as well as with the 
| income 


roods pure his 
apparent lackenin 
the rey 


Other markets e vpand 


i? purchases of good and service ere 


third ] 
tly more than $80 billon. Government 
level in the first ad 


quarter, to a sea onally ad tec 


about and seco! 


two-third reflect 


as delense out 


“ur, about 
component 
approach noe S40 billion Th 
nied 


from ar mre larit' in 


ather than from a chan 


production wl 
nual 


orporats protit Wu more thar 


from curret! 
bilhon at an rates mm the 
to have expanded further af 


profits data are ! \ 


effect of the 


ation t| at the pre 


ndve rms 


noted in last mo 

adjusted annual rate 
it ip d2 billion to a total 
however, and inerea 
eported for p itolae chiefly St 
ind farm proj 


larte! 


Caottie ol bu ifit 


rok onal 


econd quarter, and net 


practil one Wil nes 
interest 
I) roll di 
rise recorded for this componet 
A large part of the dilh 
elal circumstances the effect 
and the 


Vance In private pa 


| quartes 


law in thie pring, 


immer quartel 


Manufacturing payrolls 


‘ 
| 


rh manufacturing provides nearl three-sevenths « 
and salar it contributed onl 
the increase from the first 
i nth of the 
this year The latest reduction in this percentage stemime 


r ports dl for pri 


y waye 


quarter lo thie 


only one eve third quarter aavance 


from the | ware disbursement 
mary met manulacturing in July 
hourly earnings rising in manufac turing al 


With average 
nonmanufacturing divisions alike, the generally limited ex 


arp aip in 
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quartet 
the tiret 
dicated for the 
the rise 
majority of the compo 
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pansion of manufacturing payrolls this year has been asso 
ciated with relative stability in manufacturing employment 
and fractional declines from quarte! average 
hours worked The slight downdrift in total man-hours in 
manufacturing advance 
in man-hours for 
employment have tended to outwe 


in the length of the 


to quarter in 


has contrasted with an apparent 


whe re yains in 


reported 


rindustry 


h the 


nonmanulacturiu 
re duc tioth 


work \ { } 


Consumer Income and Outlay 


t 
Income and consumer expenditures have risen 


further this year 
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Underlying th 
been an apparel 
offset by 


Vornet 


plo mn 
lion 
noyvimnent 
} 


ve been the 
ol on re 


otlye 


abl 
matel 
patter! 


Videspres 


facturing 


Thi 
quarte! and 


after midyeal 
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rd quarter increase in lacturing 


vanee in nonmanulacturing industs n ti ter! ii divisions i smaller than in the second qua r but larger 
available. The overall increase fr d quarts an ie first In all of these divisio both expanded 
thre third amounted at annual rate j tl ! | ip hey weekly ‘ ! ive co}! tributed 
billion Thi f | Ome . | ! “ll with the pay iti ri ! webor 
the first quart 


urred wm mu 


Comprehen \ ata from ' 


increasing Ui rela 


have bye enn 





Construction 


“4 ONBTRUCTION constant dollar valu ol all Con 
with seasonal cl intial was 4 percent larger for the 
annual rate of t 
was a little off from as ist res] itis : F : 
building slight! Maat a gin ling Readjustment in housing market 
tion, but was 2 per . 
public construction ‘ puahET mau a o el he number of new private nontar! 
was ascribable chi etivil . con has been declining gradually 


tion of highwa vs A pro and militar which ovel illion reyt 
facilities through August I il ear, Start 
milion annual rat but receded uw 


Buildu r pr ri 


New Homes Financed by VA Loans he decline was widespread geographi 


I Preliminar i r data mdi 


that 
peciall 


number of La 


THOUSANDS f i rTitl | 
ist he housin is been unde 


125 [ 
nonfarm 


onl has the 
olf | { Januar 


14 }? 


Oui 
dwelling Li iB | } cloned 
eptember er i compared 
Xl in ho ‘ | also ad opped 


market for ¢ ind 
September per 
9 percent a new 


ed by FHA and a 


Wel 

rhment agence. 

yy eonventio 
number | nontarm mortgags 
i also ippreciabl smatles 


than la 


Home buyers trading up 


The housin 


ent from th 








ced homes 


For the 10 th proport 
new conastructiol ‘ Y ent mo i : 
sponding period | WoO rye 0 ) “activity ha declined the iy rice of 
rising steadily I wi ) ructio 1 Con } aweiling iriit old with the it i ol Vvernment 
dollars has been i ’ lit pert ! Tite ru irrance has advanced, | L the iverage price 
stant dollar ag ‘ canu ‘ el 1' } i ol new or pr posed homes has inc! nore ring the 
dropped about 2 per } rind the ’ ) od irtually last vear than that of « Kisting home I rage purchase 
the entire cont resi uildu ri new homes financed by VA lo september 1956 





SURVEY OF CI 


9 percent higher than in Septenber 1955 while 
for existing homes was $12,205 which was 5 

ve the year-ago figure 
case of mortgages insured by FHA 
In Septen ber 1956 was $10.841 for new homes up 
it from S« pl mber 1955 while for existing homes, it 
0.044 an increase of 3 percent from 1955 These 
are influenced by changes in the com position 
supply and demand 


the ave rage 


Values 
dwellings sold as well as by 
operating to be ny about changes in the price of 
reneous units. Nevertheless the lag in the 

ting dwellings sold relative to that of new 


average 

was a factor in retarding new house sales sine 

will not buy a new house unless their present one | 
latively favorable terms 


able 2.—Analysis of Primary Home Loans Closed by the Veterans 
Administration September 1955 and September 1956 ! 


Loans for new and 


proposed homes 1,77 5 4 25, 42 1060.0 $13. 654 


exrmting 


erage home valu ittributable to 
of houses under $15.000 and relatively 
priced above S15 000 In thy ease of 
’ 


' 
thi imber as well as the proportion of unt 


» 000 or more increased in 1956 ales of existing 
ed in number only for the ‘ priced at S2ZOLOO0O 


are of COlmst influenced by thie fn 


which ré lite ma moveTnern 0 


New building versus new households 
Kor the last se new nonfarm dwelling 


t il years 
li c ¢ ed the 


mnber of noniarm hou ehold j 
formed ent to which the total stock of ava 
dwellir own faster than the total number of hous: 
hold certan ee table 3 Th 


vo major factors | the 


uncertan 


through demolition, disaster « 
ul nual change iti hou ny 
f former nonresidential 
residences or vice versa An indication that 


ipply dus 


| eonversion of 
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the supply of dwellings has grown somewhat faster than 
Bureau reports showin 
of habitabl 


sale has Increased 


households Is provided by Ce 

1950 and 1956 the 
units vacant and available for iL OF 
1.6 to 2.6 pereent of the total The entire 
ther 


that between percentage 
from 
inerense ih 
vacancies was in rental unit was no change in the 


percentage of vacant ales units 


Current vacancy rates relatively low 


» for rent or sale con tituted 
percenta ‘ of all 


Vacant dwelling unit 
a slight but hardly sig cant larger 
clwe lings in the second quartet! of this vear than im the cor 


1955 TI thig 


parable period ol recent rate about 


percent, is still relatively low but the percentaye of vacant 


rental units is substantially higher than that of vacant sak 
units 

Another result stemming from the huwh rate of construction 
of new nonfarm dwellings in recent year 
slower ncrense of nonfarm house hold ha 
tion of crowding Dy ibled ip) married coupli and other 
econdary occupants of household as madieated in tabl 
have moved into their own dwelling units and the total num 


compared with the 
been the diminu 


ber of secondary eceupant he declined The decline ith 
crowding mee [O44 hin beens « ecially marked 

Mortgage funds continue to flow into the real estate market 
in unusually heavy volume although at a rate somewhat by 
Che expat 
during the Januar september yy riod thi year appent on 
about $10 billion, 9 


low that prevailing m tao ion of morteare debt 


the basis of partial data to have been 


nontarm resi 


rated a litth 


percent below the 1055 ¢ pa ol nile 
dential construction during the i! od ayers 
over $11 billion, also 9 percent bb “\ corr pond 
ny period of last eur Mort of commercial 
and loan a ne the first three 
ibstantially below 


banl and savin 
quarters of this year have 
the similas period of last yea ‘ miti i ra ban 
vpanded at about thi i. 
tments of life insuran il increased 


have ¢ mort 
praagres 1th 
appreen ( ! i! 
The ! ‘ rhe ‘ eli ippreciab| 
during the pust ye I ! ( )) al pr offered 
October for FELA-in home mortgage loan 
inn the econdat min ‘ \ } er S100 of loan: thi 
COT pare 
In addition to 
construction co Lapities ‘ inn the pa t 


Althoug! j ‘ eu ( 


with SOS 


of mortgage fund 


eneral 
about 
iral price alist 


ood 


lable 3.—Changes in the Number of Households and Their Qceeu 
pants, 1947 te 1956 
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Manufacturing Investment Since 1929 
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of manufacturing product at the quality impro 


than three-fifths of what they a 


The real j f j mpite thu capita 


Iheusur ‘ 


manulacturim 
nolo | 


pect 


inh “ nay iti 
nterpreted ht of the circum 
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il measu | take comprele ni 


ty improvements Broadly penking 


Investment and Capital Assets 


hor pri 


nh. and t val eof the 


pureh ‘ depreciation 


clhion are pre ented col 


pment assets in manulact rig tat I etion, but 


1Y29-55, toge ther with data on j ! ol prod 
mt of the vi j | recretion to manulacturing 


i al 
int rie the war are understated by 
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h COMPREHENSIVE MEA 
OF THE HAWAIIAN \ 


a ease study showing how statistics for a geographical area can be 
organized into a picture of the workings of its economy. @ : 
«+ » undertaken ot the request of the Territory of Hawaii to establish 
an experience record of the size and origin of personal income in the area, 

. presenting for the first time territorial information comparable fo — 
that shown for each State in each August's Survey of Current Business, 
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